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GOVERNOR

State of Alaska
OFFICE SF THE GOVEPNQP
uneau

January 9, 1989

The Honorable Tim Kelly
President of the Senate
Alaska State Legislature
P.0O. Box V

Juneau, AK 99811

Dear Senator Kelly:

Under the authority of art. 111, sec. 18, of the Alaska
Constitution, I am transmitting a bill relating to the
issuance of private activity bonds.

The bill provides permanent authority for the state bond
committee to allocate the private activity bond volume limit

for Alaska. The bond committee was assigned this responsi—
bility by ch. 81, SLA 1987. However, sec. 3 of ch. 81
repeals the committee®s authority as of January 1, 1990.
The attached bill would place, in statute, the temporary

language that was enacted in sec. 1, ch. 81, SLA 1987.

The private activity bond Ilimit for Alaska under current
federal law 1is $150,000,000 each year. This limit on the
amount of certain types of debt that can be issued as

tax-exempt applies to Alaska Student Loan Corporation bonds,

Alaska Housing Finance Corporation®s first-time home buyer
bonds, bonds for most Alaska Power Authority projects, and
possibly certain bonds that would be 1issued by the Alaska
Industrial Development and Export Authority or municipali—

ties.

Legislation needs to be enacted in 1989 to avoid any hiatus
in the authority of the State to allocate the volume limit.
Failure to do so would cause the allocation to revert to



federal law. Federal 1law mandates a fixed percentage allo—
cation to municipalities. It is unlikely that municipal—
ities would use all or even a significant portion of their
limit. They have used none of the limit so far. Thus, an
absence of legislation could cause significant amounts of
state debt to be issued without tax exemption. This would
increase needlessly the interest costs on such debt.

I urge your support of this
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MEMORANDUM

TO: Senate State Affairs Commit ers
FROM Senator Pat Pourchot, Chair

RE February 1 Committee Hearing

DATE: January 30, 1989

On Wednesday, February 1 at 1:30 p.m. 1in the Beltz Room the
State Affairs Committee will hear the following bills:

SB 23. An Act relating to the recording and collection of crime
statistics.

SB 23 would authorize the Department of Public Safety to require
the use of standardized methods of collecting and recording crime
statistics by local police departments statewide.

This authorization was recommended in a March 1985 legislative
audit conducted because of a dispute over juvenile crime
statistics reported by the Department of Health and Social
Services. The audit determined that inconsistencies in the way
police departments throughout the state report crime statistics
DPS was a possible reason for the dispute.

The Department of Public Safety acts as the primary collector and
reporter of arrest data for the FBI under the terms of the
Uniform Criminal Reporting code (UCR). The data is also
organized into s state report that 1is published annually. In
.1987, 27 of Alaska®s 58 law enforcement agencies submitted data

for the UCR.

The bill has a zero fiscal note.

SB 59, An Act relating to mandatory use of safety devices in
motor vehicles.

SB 59 would make failure to wear a seatbelt an infraction
carrying a fine of up to $15, and would provide for the fine to
be waived in lieu of a contribution to the local Emergency
Medical Services entity. The bill exempts passengers 1in an



emergency vehicle, persons delivering mail or newspapers, persons
in vehicles that are not equipped with seatbelts, and other
persons as determined by regulation.

Under the bill, enforcement would occur secondary to other
offenses. Peace officers would be prohibited from stopping a
vehicle simply to determine if seatbelts are being worn; the
officer must have probable cause to stop the vehicle for some
other violation of law.

Current law regarding safety devices applies only to children
under age seven. SB 59 would not substantively change these
provisions. The bill has a zero fiscal note.

SB 85. An Act relating to the 1issuance of private activity bonds.

SB 85 would provide permanent authority for the state bond
committee to allocate the private activity bond volume limit for
Alaska. The 1987 law that assigned this responsibility to the
bond committee expires January 1, 1990. IT SB 85 is not enacted,
the allocation authority will revert to federal law on that date.

The private activity bond limit for Alaska under federal law is
$150 million annually. This is the limit on the amount of
certain types of debt that can be issued as tax exempt. Federal
law mandates a fixed percentage of the limit to municipalities, a
percentage it is unlikely municipalities will ever fully use.
Continuing the state authorization will allow flexibility in the
allocation of the tax exempt limit.

The language of SB 85 is identical to that of the temporary law
enacted 1in 1987. The bill has a zero fiscal note.
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SB 85, RELATING TO THE ISSUANCE OF PRIVATE ACTIVITY BONDS.

TO TESTIFY:
MILT BARKER, DEPT. REVENUE

OTHERS (SEE WITNESS LIST)

F.Y.I.

ACCORDING TO MILT BARKER, NO DISPUTES HAVE ARISEN REGARDING
ANNUAL ALLOCATION OF THE BOND LIMIT. IN FACT, THE BOND COMMITTEE
HAS HAD TO LOOK FOR PLACES TO ALLOCATE - THERE JUST HASN®"T BEEN

MUCH DEMAND. MUCH HAS GONE UNUSED AND BEEN CARRIED FORWARD.

FEDERAL LAW REQUIRES THAT 50% OF THE LIMIT GO TO MUNICIPALITIES
UNLESS STATE LAW PROVIDES OTHERWISE. (EXISTING TEMPORARY LAW AND
SB 85 BOTH PROPOSE 25%). SPOKE TO SCOTT BURGESS, ALASKA
MUNICIPAL LEAGUE. THEY SUPPORT SB 85 AS LONG AS LANGUAGE
ALLOCATING 25% TO MUNICIPALITIES REMAINS (PAGE 1, LINES 13-14).
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Mr. President:

STATE AFFAIRS Committee considered SB 85
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and recommended:

L 1 replace with CS [1 same title
1 new title

[ J] attached amendment(s) and

[ 1] letter of intent adopted

do pass
[ 1 do not pass
[ 1 no recommendation
L 1 individual recommendations

[ 1 further referral to

FISCAL NOTE(S) attached [ 1 zero [ 1 fiscal impact
[ 1 appropriation no FN attached ["~ Gov. FN introduced W/ bill

MEMBERS SIGNING DO PASS OTHER RECOMMENDATIONS



ALASKA PRIVATE ACTIVITY BOND VOLUME CAP
ALLOCATIONS, USE AND CARRYFORWARDS FROM INCEPTION

CALENDAR TOTAL

YEAR CAP ALLOCATION USE CARRYFORWARD *e
1986 $250,000,000 %125,000,000 T0 AHFC %125,000,000 FOR AJIFC 2. Uot-
125,000,000 TO ALL OTHER USERS $14,780,000 BY AIDEA 110,220,000 FOR STUDENT A\L S+acLoCr
LOAN BONDS : A
1987 $250,000,000 % $50,000,000 BY AHFC  $185,590,000 TO AHFC 2* N
§64:410,000 TO APA FOR [ jmjjuXslo Zf/*-
POVER PROECTS  ~ &> yumU jA
1988 $150,000,000 $0 to $80,000,000 TO APA FOR
SNETTISIIAM
$83,795,000 BY ASLC $70,000,000 FOR STUDENT
1989 LOAN BONDS : .
(to date)  $150,000,000 %0 $0 shAJdUAJh-_t<rCL|W—
TOTAL  $800,000000  $250,000,000 $140,575,000 $635,220,000 dU(_ fajXM-t €
CVmJIL @al- /7 CXMACXU
UNUSED CARRYFORWARDS
AHFC %260,590,000
APA 144,410,000 (FOR SPECIFICALLY NAMED PROJECTS)
ASLC $96,425,000
TOTAL $501,425,000 ‘de 1 d
WA SPECIAL NOTE
_ SCWEUJLURV, "Xede<o _ _
An IRS ruling concerning of the 1986 carryforward for student loan bonds Is pending, An unfavorable ruling could cause the 1986
carryforward™ to becotae Unuseable. In that case a 1988 hond Issue of the Alaska Student Loan Corporation (ASLC”A would use $83,795,000 of
the 1988 cap, leaving $66,205,000 to carry forward for APA to purchase Snettlshao. A ruling which did that would reduce unused
carryforwards to the following amounts:
AHFC %260,590,000
APA 130,615,000
ASLC $0
TOTAL $391,205,000
, NOTES
%- Carryforwards expire after three calendar years.
' Under current Federal law AHFC will not be able to issue tax-exempt bonds for first time home-buyers after December 31 IDflg
No entity other than those identified in the tables has ever applied for on allocation of the private activity bond cap.
*6b»a b o K 2 -('8 ~
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SEC. 146. VOLUME CAP. *“ "

« [Section 146(a)]

(a) General Rule—A private activity bond issued as part of an issue meets the requirements of
this section if the aggregate face amount of the private activity bonds issued pursuant to such issue, when
added to the aggregate Tace amount of tax-exempt private activity bonds previously issued bly the issuing
authority during the calendar year, does noi exceed such authority's volume cap for such calendar year.

..................................... [Sec. 146(b)]
fb) Volume Cap for State Agencies— For purposes of this section—

(1) In general —The volume cap for any agency of the State authorized to issue tax-exempt
private actrvrty bonds for any calendar year shall be 50 percent of the State ceiling for such calendar
year.

(2) Special rule where state has more than 1agency—If more than | agencY of the
Statle IS authorrzed to issue tax- -exempt prrvate activity bonds, all such agencies shall be'treated as a
single agency. ,

[Sec. 146(c)]
(c) Volume Cap for Other Issuers—For purposes of this section—

(1) IN GENERAL.— The volume cap for any issuing authority (other than a Stale agency) for any
calendar year shall be an amount which bears the same ratio 10 50 percent of the State ceiling for
such calendar year as—

(A) the population of the jurisdiction of such issuingauthority, bears to
(B) the population of the entire State.

52) Overlapping jurisdictions—For purposes of ?ara%raphé J(A), if an area is within the
jurisdiction of 2 or more. governmental units, such area shall be treated as only within the {urrsdrctron
of the unit having jurisdiction over the smallest geO?raphrcaI area unless such_uni qrees to
surrender all or part of such jurisdiction for such calendar year tothe unit with overlapping
jurisdiction which has the next smallest geographical area.

Sec. 146 01988, Commerce Clearing House, Inc.
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[Sec. 146(d)]
(d) State Ceiling—For purposes of this section.—
eaQMP_GENERAL'_The State ceiling applicable to any State for any calendar year shall be the

(A) an amount equal to $75 multiplied by the State population, or
(B)$230,000,000.
Subparagraph (B) shall not apply to any possession of the United States.
appl@ DJS%%TM u’% gaiter 1987.—In the case of calendar years after 1987, paragraph (1) shall be
(A) "$50" for "$75", and . ¢ .
(B)"$150,000,000" for "$250,000,000",
sect|E)3) Special rule for states with constitutional home rule cities.— For purposes of this

(A) IN GENERAL— The volume cap for anR/ const|tut|0nal home rule city for any calendar
ysearpsehall be determined underparagraph (1) of subsection (c) by substituting "100 percent" for

(8) Coordination with other allocations— In the case ofany State which contains 1
or more constitutional home rule cities, for purposes of applying subsections (b) and (c) with
respect to issuing authorities in such Stale other than constitutional home rule cities, the State
ceilinfg oranycalendaryearshall bereduced by the aggregate volume caps determined for such
year for all constitutional home rule Cities in such Slate.

(C) CONSTITUTIONAL HOME RULE city—For purposes of this section, the term
‘constitutional home rule city" means, with respect to any calendar year, any political
subdivision of a State which, undera State constitution which wasadopted in 1970 and effective
onJuly 1,1971, had home rule powers on the 1st day of the calendar year.

LEAS"?L(%BGE&ISI’S%ME]‘M possessions with populations of less than the population of the

(A) IN GENERAL— If the population of any possessmn of the United States for any calendar
year is less than the population of the least popu ous State (other than a possession) for such

alendar year, the [imitation u ara ra shall not be less than the amount
fcietermlne)t/i under sul)paragraph {Eﬁ or suc glen&laryg

(B) Ln‘Fltatlon—The limitation determined Hndeﬁ] this subFaragraph with respect to a
possesswn or any calendar year I1san amount equal to the product of—

(i) the fraction—

(1) the numerator of which is the amount applicable under paragraph (1)(B) for
such calendar year, and

(II]hthe denominator of which is the State population of the least populous Stale
(othert an a possession) for such calendaryear, and

|| ) the population of such possession for such calendaryear
ndm nts The. abov ent is effective u the
PL. lgec647 51?(13 d e Ce 2 140 dV4XB% g Wf?l\(/) SIHT} OUIt me rMorm fl@%é Wi gsdﬂr}l)t
nkmp 'Ow'[hWIt e Ie

|pn "and Inserting in
reo respec

[Sec. 146(e)]
(e) State May Provide for Different Allocation.— For purposes of this section—

(1) In general.—Except as provided in paragraph (3), a State may, by law provide a different
formula for allocatmt}; the State ceiling among the governmental units (or other authorities) in such
State having authority to issue tax-exempt private activity bonds. _ ,

(2) Interim authority for governor —

(A) IN GENERAL— Except as otherwise provided in paragraph (SL, the Governor of any
State may proclaim a different formula for allocating the State ceiling among the governmental
units (or other authorities) in such State having authority to issue private activity bonds.

Internal Revenue Code Sec. 146(e)
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4672 1986 Code—Subtitle A, Ch. 1B, Part IV A

(B) Termination of authority— The authority provided in subparagraph (A) shall not
apply to bonds issued after the earlier of—
(i) the last day of the 1st calendar year after 1986 during which the legislature of the
State met in regular session, or .-
" (ii) the effective date of any State legislation with respect to the allocation of the Slate 4
ceiling. _ o -

(3)  State slay not alter allocation to constitutional home rule cities.—Except as
otherwise provided in a gta,te constitutional amendment (or law changing the home rule provision
adoPted in'the manner provided b}/] the State constitution), the authority provided in_this subsection
shall not apply to that portion, of the State ceiling which is allocated to any constitutional home rule I
city in the Slate unless such city agrees to such different allocation.

[Sec. 146(0)
(f) Elective Carryforward of Unused limitation for Specified Purpose.—
(1) In general —If— N
A) an issuing authority's volume cap for any calendar year after 1985, exceeds
B)

(
(b the aggregate amount of tax-exempt private activity bonds issued during such calendar
year by such authority,

such authority may elect to treat all (or any portion) of such excess as a carryforward for 1or more
carryforward purposes.

(2) Election must identify purpose.—In any election under paragraph (1), the issuing
authority shall—
(A) identify the purpose for which the carryforward is elected, and
(B) specify the portion of the excess described in paragraph (1) which is to be a
carryforward for each such purpose.
(3) Use of carryforward—

(A) In GENERAL—If any issuing authority elects a carryforward under paragraﬁh (1) with
respect to any carryforward purpose anY private activity bonds issued by such authority with
respect to such purpose during the 3 calendar years following the calendar year in which the
carryforward arose shall not be taken into account under subsection (a) to the extent the amount
of stich bonds does not exceed the amount of the carryforward elected for such purpose.

(B) Qrder in which carryforward used.—Carryfjrwards elected with respect to any
purpose shall be used in the order of the calendar years in"which they arose.

(4) ELECTION.—Any election under this paragraph (and any identification or specification
contained therein), once made, shall be irrevocable.

(5) Carryforward PURPOSE— The term "carryforward purpose” means—
2.(ﬁ) the purpose of issuing exempt facilitv bonds described in 1 of the paragraphs of section
ia).

=1

(B) the purpose of issuing qualified mortgage bonds or mortgage credit certificates,
(C) the purpose of issuing qualified student loan bonds, and
(D) the purpose of issuing qualified redevelopment bonds.

Amendments A tre pmmdim'&;ba”cb refered 0inae of the

PL. 100-647&%5)%)3(8[5);9]]&”(1 dlaUses of section 141(0)(

el e i b et GaE ot Sl A TR B e stom s
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G L o iy b el o
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nich It relates, 10 borch K ofter Oiober 13 1987 (e then il
P.L. 100-203.5 10631(h): issued to refund borok issLed on o before SLch dite).

106%1

?&%@é{ﬁ 110r 10
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Sec, 146(f) 01988, Commerce Clearing House, ttc.
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TO: Representative John Sund, Chair .
Members of the House Judiciary Committee

FROM: Scott A. Burgess, Executive Director
DATE: April 28, 1987
SUBJECT. HB 285 - Private Activity Bonds

The Alaska Municipal League is opposed to HB 285 unless a fair allocation
of the federal volume limitation for the issuance of tax-exempt private
activity bonds (PAE's) is insured for municipalities. A fair allocation
of capacity is provided for in federal law, and must continue for
potential economic growth of our communities. The AML believes that such
provisions can he made and still meet the intent of the Governor's b ill.

Relevant policies from the AML's 1987 Policy Statement include:

"The League urges that legislation be enacted to e_ncoura?e local
municipalities  to adopt and implement incentives fop economic
development, such as joint public/private sector economic development
corporations and tax increment financing authorities."

Legislation is needed to establish a state policy with regard to the
allocation of authorization to issue industrial development bonds

(IDB's)."

Priority _should be given to local governments for no less than 50% of
the available IDB authority," .
0.
As stated in Governor Cowper's Letter of Transmittal on HB 285 (House
Journal, pages 917-918), the Tax Reform Act of 1986 combined the $200
million limit on IDB's and.mort%age subsidy bonds to a single $200
million limit for PAB's. This will ‘result in"a 3% cut in bond activity
in Alaska from 1985. The law provides that unless the Legislature, at the
request of the Governor, does not act by December 31, 1987, the limit will
be allocated fairly between the State and the municipalities, 50-50.
While the AML may "agree that,mang of our municipalities will not take
advantage of PAB'S, and that distributing the limit on a per capita basis
does not make sense, ws do not agree that the sole authority for
allocation should rest with the state  bond bank, on which the
municipalities have no representation,

AML would support HJ 285 only if it is amended to insure that
municipalities are assured a_ fair  allocation is reserved, 50%, for
municipalities, and municipalities, through appointment by the AML, are
re,orese_nted on the state bond committee for the purposes of insuring the
allocation to municipalities. With a clear reserving of a municipal
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allocation under the the State's PAB cap, municipalities may be able to
offer PAB funding to attract projects in their communities and offer such
funding at a lower cost (e.g. administrative fees etc.) than through the
state bond committee and Alaska Development Authority (AIDA). In
addition, we would suggest that policy and criteria be developed by the
State and municipalities to delineate which projects are authorized to
receive PAB authority under the cap, e.g. jobs created etc. Finally, the
AML would agree that a prevision be made that if no municipality is
interested or qualified (the project) , the cap not be wasted and be
released to the State for use or to be carried forward.

W hile many municipalities have not used bonding in recent years because of
the State's oil wealth, we are experiencing reductions in state and
federal funding at a time when economic growth and diversification is very
important.  Authority under .the PAB cap for municipalities must be
reserved as one mechanism to provide for economic development, now and in
the future. The AML looks forward to working with the Committee and the
Administration on reaching a mutually beneficial compromise on HB 285,
Thank you.



CALENDAR TOTAL
YEAR CAP

1986 $250,000,000
1987 $250,000,000

1988 $150,000,000

1989
(to date) ~ $150,000,000

TOTAL $800,000,000

AHFC %260,590,000
APA 144,410,000
ASLC $96,425,000
TOTAL $501,425,007

ALASKA PRIVATE ACTIVITY BOND VOLUVE CAP
ALLOCATIONS, USE AND CARRYFORWARDS FROM INCEPTION

ALLOCATION E

%125,000,000 10 AHFC
125,000,000 TO ALL OTHER USERS $14,780,000 BY AIDEA

% $50,000,000 BY AHEC
%0 %

$83,795.000 BY ASLC
Rl %0

$148,575,000
UNUSED CARRYFORWARDS

$250,000,000

(FOR SPECIFICALLY NAVED PROJECTS)

SPECIAL NOTE

An IRS ruling concerning of the 1986 carryforward for student loan bonds Is pending.

carryforward™ to became unuseable,
$66,205,000 to carry forward for APA to purchase Snettlshao.

the 1988 cap, leaving

carryforwards to the following amounts:

AHFC %260,590,000
APA 130,615,000
ASLC $0

TOTAL $391,205,000

NOTES

Carryforwards expire after three calendar years.
2- Under current Federal law AHFC will not be able to Issue tax-exempt bonds for first time home-buyers after December 31 1989

No entity other than those Identified in the tableB has ever applied for an allocation of the private activity bond cap.

In that case a 1988 bond Issue of the Alaska Student Loan Corporation
A ruling which did that woul

CARRYFORWARD *
%125,000,000 FOR AHFC 2.
110,220,000 FOR STUDENT
LOAN BONDS

90,000 TO AHFC 2*
10,000

TO APA FOR
POWER PROJECTS

$80,000,000 gﬂ APA FOR

ETTISIIAM
$70,000,000 FOR STUDENT
LOAN BONDS

$635,220,000

An unfavorable ruIing could cause the 198
(ASLC'Q would use $83
reduce unused

6
;195,000 of
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